QWEST DEPRECIATION WAIVER EX PARTE

August 11, 2005
FOLLOW-UP QUESTION RESPONSES

1. Accounting for retirements and costs of removal. Describe the affect the adoption of FAS
142 had to Qwest. Was the reserve balance adjusted to remove the salvage impact? If so,
what was the impact?

Response: Following is an excerp! from the Qwest Corporation (“Qwest " 10-K for the year
ended December 31, 2003, that describes the affect the adopiion of FAS 143 had on Qwest.

New Accounting Standards

On January 1. 2003, we adopted SFAS No. 143, "Accounting for Asset Retirement Obligahons”, or
SFAS No. 143, which addresses financial accounting and reporting for obligations associated with the
retirement of tangible Jong-lived assets and the associated assel retirement costs, generally referred to as asset
retirement obligations. SFAS No. 143 requires entities 10 record the fair value of a legal liability for an asset
retirement obligation. |f a reasonabic estimate of fair value can be made, the fair value of the lability shall be
recognized in the period it is incurred. or if not, in the period a reasonable estimate of fair value can be made,
This cost is initially capitalized and then amortized over the estimated remaining useful tife of the asset, We
have determined that we have legal asset retirement obligations associated with the removal of a limited
group of Jong-iived assets and recorded a cumulative effect of a change in accounting principle charge upon
adoption of SFAS Ne. 143 of §7 million (an assel retirement obhgation of $12 miflien net of an cremental
adjustment 1o the historical cost of the underlving assets of 85 million) in 2003,

Prior 1o the adoptior of SFAS No. 143, we included in our group depreciation raies estimated net
remeval costs (removal costs less salvape). These costs have hisiorically been reflected in the calculation of
depreciation expense and therefore recopnized in accumulated depreciation. When the assets were actually
retired and removal costs were expended, the net remaval costs were recorded as a reduction 10 accumulated
depreciation, While SFAS No. 143 requires the recognition of a Liability for asset retirement obligations thal
are legally binding. it precludes the recognition of 2 liability for asset retiremem obligations that are not
iegally binding. Therefore. upon adoption of SFAS No. 143, we reversed the net removal costs within
accumulated depreciation for rthese fixed assets where the removal costs exceeded the estimated salvage vaiue
and we did not have a legal removal obligation. This resulted in income from 1he curnulative effect of a
change in accounting principle of $365 million before taxes upon adoption of SFAS No. 143 in 2003, The net
income impact of the adoption is $219 million ($365 million less the $7 million charge disclosed above, net
of income 1axes of $139 million), Beginning January i, 2002, the net costs of removal reltated to these assets
are being charged to our cansolidated siatement of operations in the period in which the costs are incurred.

Breakdown of amounts used in 10-K discliosure:
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2. Plant account install and retirement. Provide a detatled example of how a plant account

install and retirement (including salvage impacts) would be accounted for under Qwest’s
financial books and regulaiory boeks.

Response: See Autachment |,

3 EAS 143. Clarify how Qwest’s interpretation of FAS 143 relates to the “iegal obligation”
10 remove an asset. '

Response: Owest uses the following definition of legal obligation contained in paragraph 2
of SFAS 143, “a legal obligution is an obligation that a party is required 10 setile as a result
of an existing or enacted law. statute, ordinance, or written or oral contract or by legal
construction of a contract under the docitrine of promissory estoppel {foomote omitted).

4. Pole attachments. How might this waiver request impact Qwest’s prices for pole
attachmenis?

Response: Current Qwest annual pole arrachment rates for cable providers, using the
FCC's methodology and presumptions, are in the range of 8.70 - $3.00." The impact of the
waiver request would slightly: narrow that range, from 8.90 - $2.90, with about half the states
seeing some increase and the other half seeing a decrease in rares. The overall Qwes! rate
would change very little.

5. ARMIS. Why doesn’t the net book cost amount ($16B} included in Attachment A to the
walver tie to Qwest’s ARMIS report?
Response: The net buok cost amount does tie 1o Qwest's ARMIS report as shown in

Artachment 11,

6. Net book calculations. Provide supporting information (gross plant and reserve amounts)
io the net book calculations included in Attachment A of the wajver.

Response: The amounts that were included in Owest’s waiver for depreciation regulation,
WC 05-259. are highlighied in Attachment 11,

7. Reserve balances. Provide Qwest’s regulated and financial reserve balances and
percentages,

Response: See Anachmenr 11,

"in Qwests temtory. one state. Oregon, uses a different assumption for usable pole space and is. therefore.
outside the given range. However. the impact of this waiver will be a shight reducticn in the Orepon pole rates,
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Agachment Il
Quwarst Corporation 1/1/2005 Net Book Detall (5000}

Financial Raporting {FR) FCC Reponting (MR Nt Pant Rasarve Percant
Accoy Catsgory R Net Plani Invesirmont Reporve Ml Plant Difarancs FR MR
] b cmpsl d [ =gee g=e-f n=bja =g
FAR R —AND 100,674 M 100,87¢ 100,674 105,674 o 0.0% C.0%
2112 MOTOR VEHICLES 371554 (245,003} 126,561 371,554 (261,157) 110,367 16,154 B5.8%  T0.2%
2+ 13 AIRCRAFT 1.875 (€25 1,050 1,675 (848) 1.028 23 44.0%  452%
2114 TOOLS AND OTHER WORK EQUIR 264,521 [+68,500; 125.022 264,521 (84,174) 210.347 (35,328) 57 6%  20.8%
z 2 BUILDINGS 2766250 1536 068} 1,860,658 2,784 ADB (B03,305) 1,881,104 (120,548) 33.5% 28.9%
2122 FURNITURE 3164 (2,750 414 3,164 {2,775) 366 25 BB % BY 7%
2-22 ARTWORKS 1130 1,430 1,430 o 1130 0 0.0% ©.0%
2122 OFFICE EQUIPMENT 65,815 (57.364) 8421 85 880 {58,522} 7138 1.283 B7.2%  BS.1%
2124_GEN CURPOSE CMPTR 1.418.528 {- 385 £38) 53,808 1,424 541 {1.284,103) 33438 20.451 90.2% 07 T%
SUB TOTAL GENERAL BUPPORT 5054 BB 12,777.208) Z.277,708 5,047 520 (2,601,582} 2 445 645 (167, 7a%) e S1s5%
2011 ANALOG 5w EQUIP 2 30,191 30,109 39,181} 0.0% 0.0%
2212 DIGITAL SW EQUIP ¥, 702,058 (5 4003, B66) 2,268,361 7,488,070 (4,208.618) 2.260.352 (8B1,281) 70.2%  56.3%
2220 OPERATOR SYSTEMS 16,928 (14,033} 4,785 13,760 {10.874) 7,616 @a21) 7458  57.0%
2221 RADIC SYSTEMS 232,600 (202.708) 31,080 233,868 {206 .304) 27.384 3727 BE.7%  AB.3%
2222 TIRGUIT 10,574 B72 (7.086,613) 3.488,258 10,583,363 (7.720.p45) 2,882.718 825 541 67 0% 73.0%
OB TOTAL CENTRAL OFFICE 18,520,958 (12,707,051 £.B22.505 18,304,701 {42,107.250) B 187,541 {375,038) 66.6% 86.1%
2374 STATION APPARATUS 35885 3 25,088 35,884 15615 20,370 15,610 0.0%  434%
2341 LARGE PBX 26 {0 25 25 13t 1,404 (1,370} 0.0% -5435.0%
2351 PUBLIC TELEPHONE EQUIPMENT 3 4 a o © o 0 427.1%  10B.0%
_ 2462 OTHER TERMINA, EQUIPMENT - 408.542 1326,782) B1.750 408,520 (240,023) 16B.467 (86.748) BU.0%  50.8%
EUE To AL INFORMATION ORGINATION / TERMINATION 444557 1326 768) 117,763 444 531 (254 260) 190,271 (72.508) 735%  50.2%
741 POLE LINES 261 876 1177 609) #3.766 261,804 (327,327 (85,723 145 490 eB.0%  125.1%
2474 AERIAL CABLE 1,345 546 (930.967) 405,578 1,344,880 (1,056,327} 286,553 116.027 8% g% TR.5%
2422 UNDERGROUND CABLE 3,464 451 (2 677.081) 787 308 3,461,010 {2 405,632} 1,055,387 {288,0:7) T7I% 60.a%
473 BURIED CABLE 10.71° 588 16.6C7,263) 5.904 305 10 574,847 {7.212.882) 1,360 958 542,348 Bren  682%
2424 SUBMARINE CABLF 1° 702 @111 2,681 11,601 (B.524) 1188 5T 7T 8% TZ.9%
2476 INTRABJILDING CABLE 369,217 (267.007) 92,214 289.176 {336 420 57,758 36458 76.2%  854%
2431 AERIAL WIRE 43,544 (28,518 8,026 43 544 (70.782) (27.218) 35,244 B1.6% 162.5%
2adt CONDUT SYSTEMS o 2,786042 [719.865) 1,566 177 228168 {734,457} 1,547 338 18.838 31.6%  327%
SUBTOTAL CABLE AND WIRE iE 512 766 (17,683,730 & 850 028 16,388,757 112.,152,340) 8,216,418 633,613 63 0% B6.2%
TavaL _TFIS (betore amortizabie v 42542792 (27 §74,786) 15,065,008 42186808 (27 115733) 9% 040072 18,134 E4.6%  E4.3%
2681 CAPITAL LEASE 34 815 14,313 20,502 34,815 (14.213) 20,502 a 41 1% 41.1%
g8t EASEHOLD MPROVEMENTS 57,493 0 57 493 57,448 O 57488 5 0.0% 0.0%
BB TOTA. AMORTZABLE TANGIBLE ASSETS 52,307 (13,313 77 995 82,502 (14,213} 77,988 5 1555  155%
<690 INTANGIBELE S, 780,145 1] 700 145 808,548 a B0, 5B (18.402) 0.0% 0.0%
__«sSONTANGIBLES .
_ _TOTAL__ TELEPHONE PLANT 1N SERVICE 43,425,244 (27, 48%,008) 15,936, 145 &3.066466  [27,130.048) 15836410 (264 63.3%  BY.0%
2003 PLANT UNDER CONSTRUCTION 107 267 e 107,096 107.034 RGN 106,673 222 D.2% 0.2%
7508 NON OPERATING PLANT 5664 ) 5,644 5 94d Q 5,644 D D.0% 0.0%
BUG Yi5TAL PLANS UNDER CONST AND HON-OF 12201 (167 173,040 1Z87E (167} EEFLE 722 0.1% 0.1%
. GRANDTOTAL . 43,538,445 (27 48%.280) 16,048,186 43479434 (rra3ezoni AEoanad | 41) 53.1%  G2.4%

CORRESPONDING ARMIS ROWS 210 f 340 1 350 43,179,434 27,130,207 6,048,227

T e fed in Atiachment A of Owest's Varver of Dieprecator Reguiaten, WE 05-259
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EX PARTE OR LATE FILED

Qwast

60T 4™ Straet NW, Suife 850
Washington, DC 20005
Phone 202.429.3122

DOCKE™ ¥ILT COP
Fax 202293.0561

Q west. Ed Henry ORIGINAL

Spirit Df Service"' Director - Finance

REDACTED -FOR PUBLIC INSPECTION

February 9, 2006

RECEIVED

EX PARTE
ViA HAND DELIVERY FER - 9 7006
Ms. Marlene H. Dortch Federal Communications Comrmission
Secretary Dffice of Sszratary

Federal Communications Cominission
Room TW B-204

445 12" Street, S.W.

Washington, DC 20554

Re:  Inrhe Matier of Petition of Qwest Corporation for Waiver of Depreciation
Regulation Pursuant to 47 C.F.R. § 1.3 - WC Docket No. 05-259'

Dear Ms. Dortch:

On January 30, 2006, Ed Henry and Jerome Mueller (in person), and Betty Knapp and
Marti Gude (by phone), all of Qwest, met with Rodger Woock, Steve Morris, Fatina Franklin,
Stephen Steckler, Rick Robinson, and Ronald Kaufman of the Wireline Competition Bureau to
discuss the above-captioned Petition for Waiver.

During the meeting, the Commission staff requested that Qwest provide additional
information relating to the curve shape parameter of the depreciation rate element of the pole
attachment calculation. The attached document provides the requested information.

With this letter, Qwest i1s voluntarily submitting confidential material pursuant to both
FCC Rules 47 C.F R. §§ 0.457 and 0.459. Attached hereto 1s a redacted version of the
confidential material which has been marked: “REDACTED - FOR PUBLIC INSPECTION™.
The confidential data is competitively sensitive information and should not be made avatlable for
public inspection. A release of this data would have a substantial negative competitive impact on
Qwest. Qwest provides justification for such confidensial treatment in the attached Appendix. If
Qwest’s request for confidential treatment of this information is denied by the Commission,
Qwest requests that the information be returned to Qwest pursuani to § 0.459(e) of the
Commission’s Rules, 47 C.F.R. § 0.459(¢).

' See Public Notice, 20 FCC Red 13836 (rel, Aug. 22, 2005).

Na, of Conies ren'd

List ABCDE




Ms. Marlene H. Dortch
February 9, 2006

Page 2 of 2

A copy of this letter (in confidential form and marked “CONFIDENTIAL - NOT FOR
PUBLIC INSPECTION™}, with the confidential material appended thereto, is also being filed
simultaneously today in WC Docket No. 05-259,

Pursuant to FCC Rule 47 C.E.R. § 1.1206(b), this ex parte presentation is being filed via
hand delivery. An original and one copy are being submitted as well as one copy to be stamped
as received and returned to the messenger who has been instructed to wait for it.

Please contact the undersigned with any questions.

Sincerely,

Enclosures (Redacted Material, Appendix)

cc Tamara Preiss (Tamara. Preiss@fee gov)
Fatina Franklin (Fatina.Franklini@fce.pov)
Steven Morris (Steve. Morris@ fee. gov)
Richard Robinson (Richard Robinson(@fce gov)
Ronald Kaufinan (Ronald Kaufman@fee.gov)
Rodger Woock (Rodger. Woocki@fee.gov)

Stephen Steckler (Stephen. Steckler@ fec.gov.




APPENDIX

Confidentiality Justificat

Qwest requests confidential treatment of the data being provided, because the data
contatns information which is competitively sensitive and would have a negative
competitive impact on Qwest were it made publicly available. Such data should be
afforded confidential treatment under both 47 C.F.R. § 0.457 and § 0.459.

47 CF.R. §0.457

The data in Attachment 1 are confidential and proprietary to Qwes! as “commercial or
financial information” under Section 0.457(d). Disclosure of such information to the
public would risk revealing company-sensitive proprietary information in connection
with its business plans. Therefore, in the normal course of Commission practice this
mformation should be considered **Records not routinely available for public inspection.”

47 C.F.R. §0.459

The data in Attachment 1 are also subject to protection under 47 C.F.R. § 0.459, as
demonstrated below.

Information for which confidential treatment is sought

Qwest requests that Attachment 1 be treated on a confidential basis under Exemption 4 of
the Freedom of Information Act. The sprcadsheet, Attachment 1, contains competitively-
sensitive data which Qwest maintains as confidential and is not normally made available
to the public. Release of the data would have a substantjal negative competitive impact
on Qwest.

In response to a request from Rodger Woock, Steve Morris, Fatina Franklin, Stephen
Steckler, Rick Robinson and Ronald Kaufman of the Wireline Competition Bureau
regarding Petition of Qwest Corporation for Waiver of Depreciation Regulation Pursuant
t0 47 C.F.R. § 1.3 — WC Docket No. 05-259.

Degree to which the infonmation in question is commercial or financial, or contains g
trade secret or is privileged

The financial information designated as confidential ts detailed confidential commercial
financial data and accounting information. As noted above, the data is competitively
sensitive information which is not normally released to the public as such release would
have a substantial negative competitive impact on Qwest.




APPENDIX
Page 2 of 2

Degree to which the information copgerns a service that 1s subject 10 competition; and

Manner in which disclosure of the information could resylt in substantial competitive
harm

This type of information would generally not be subject to routine public inspection
under the Commission’s rules (47 C.F.R. § 0.457(d)), demonstrating that the Commission
already anticipates that release of this kind of information likely could produce
competitive harm.

Measures taken by Qwest to prevent unauthorized disclosure; and availability of the
information to the public and extent of anv previous disclosure of the information to third

partes

Qwest has generally treated the information in question as confidential and has protected
it from disclosure to parties cutside the company.

Justification of the period during which Qwes! asserts that the material should not be

(west cannot determine at this time any date on which this information should not be
considered confidential or would become stale for purposes of the current inquiry, except
that the information would be handled in conformity with general Qwcst rccords
retention policies, absent any continuing legal hold on the data.

Other information that QOwest believes may be useful in assessing whether its request for
confidentiality should be granted

Under applicable Commission and court rulings, the information in question should be
withheld from public disclosure. Exemption 4 of the Freedom of Information Act shields
information that is (1) commercial or financial in nature; (2) obtained from a person
outside government; and {3) privileged or confidential. The information in question
satisfies this test.
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Qwest

607 14" Street Nw, Suite 950
Washington, DC 20005
Phone 202 42¢.3122

Fax 202.293.0561

B

Qwest ™" .

Sp;rjf Of Servfcerm Director - Finance

March 6, 2006

EX PARTE
FILED Vi4 ECFS

Ms, Marlene H. Dortch

Secretary

Federal Communications Commission
Room TW B-204

445 12" Street, S.W.

Washington, DC 20554

Rer  Inthe Matter of Petition of Qwesi Corporation for Waiver of Depreciation
Regulation Pursuani 10 47 C.F.R. § 1.3 = WC Docket No. 05-259'

Dear Ms. Dortch:

On October 24, 2005. in the above-captioned proceeding, as a follow-up to an
October 20. 2002 meeting of the undersigned, along with Jerome Mueller and Marti Gude. also
of Owest. with Tamara Preiss, Fatina Franklin, Steve Morris, Rick Robinson and Ronald
Kaufiman of the Wireline Competition Bureau of the FCC, Qwest submitted confidential and
redacted versions of an ex parre. The confidential version of that ex parie attached a spreadsheet
that was entitled ~Pole Rate Analysis and State Comparison Worksheet” (the non-confidential
version of the ex parre had attached 1o it a redacted version of the spreadsheet, along with a
separate non-confidential document}. Both the confidential and redacted versions of the ex parte
and atlachments were {iled in hard copy with the Office of the Secretary.

On December |, 2005, Qwest submitted confidential and redacted versions of an ex parte
and various attachments that responded to questions raised by the FCC staff in connection with
the October 24" submission. On December 7. 2005, the undersigned transmitted via e-mail
additional information responsive to F'CC staff questions and concerning pole attachment rates in
Idaho and Colorado. On lapuary 23. 2006, Qwest re-filed the confidential version of the
spreadsheet that had been submitied on October 24", The re-filed version of the confidential
spreadsheet included the correct markings on each page of the document - CONFIDENTIAL-
NOT FOR PUBLIC INSPECTION - 1o denote its confidential status. Also inctuded with the

A1

January 23" submission was an appended Confidentiality Justification.

On February 8, 2006, Qwest submitted confidential and redacted versions of an ex parre
that provided additional information relating 1o the curve shape parameter of the depreciation
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rale element of the pole attachment calculation. This information was provided as a follow-up to
a January 30. 2006. meeting of the undersigned and Jerome Mueller {in person), and Betty
Knapp and Marti Gude (by phone). all of Qwest. with Rodger Woock, Steve Morris, Fatina
Franklin, Stephen Steckler, Rick Robinson. and Ronald Kaufman of the Wireline Competition
Bureau to discuss the Qwest Petition for Waiver. Included with the February 9* ex parre was a
Confidentiality Justification, along with an indication that Qwest was voluntarily submitting the
confidential material pursuant to FCC Rules 47 C.F R, Sections 0.457 and 0.459 and that should
the FCC deny its request for confidentiality, then Qwest would like the information returned
pursuant to FCC Rule 47 C F.R. Section 0.459(e),

Today, Qwest is separately transmitting via e-mail to Dick Kwiatkowski of the FCC staff
a revised confidential version of an Excel Workbook that includes all of the spreadsheets
previously submitted to the FCC i October and December of 2005 and February of 2006, The
Excel Workbook being transmitied today will enable Mr. Kwiatkowski to view the supporting
Tormulac and worksheets “behind™ the spreadsheets and upon which the relevant caiculations are
hased.

With this letter. Qwest points out that it is voluntarily re-submitting the confidential
version of these spreadsheets — in a format in which the FCC staff may view the supporting
formuiac and worksheets — pursuant 10 both FCC Rules 47 C.F.R. Sections 0.457 and 0.459. The
confidential data s competitively sensitive information and FCC staff should treat it as such.

Fhe Confidentiality Justification provided for the spreadsheet submitied by (Qwest on Januvary
23" remains relevant for the Excel Workbook being transmitied today to Mr. Kwiatkowski, but it
has been modified to accommodate the additional confidential information being provided today
w0 the FOC staff ar their request. The modified Confidentiality Justification is appended 1o this
X raric.

Pursuant 1o FCC Rule 47 C.F.R. § 1.49({), this ex parte presentation is being filed
electronically, via ECFS. Please include it in the record of the above-captioned proceeding. As
indicated above. the confidential Excel Workbook, along with a copy of this ex parre and the
Confidentiality Justification. are being transmitted via e-mail 1o Mr. Dick Kwiatkowski. Other
FCC staff, as indicated below, are being served with a copy of the ex parre and Confidentiality
Justification.

Please contact the undersigned with any questions.
Sincerely,
s/ Bd Henry
e Dick Kwiatkowski (ex parte. appendix and Excel Workbook)

(Richard Kwiatkowskii@fee.gov)
Tamara Preiss (ex parie and appendix only) (Tamara.Preissaifee.cov)
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Fatina Franklin (ex paric and appendix only) (Fatina.Franklini@fce.aov)
Steven Morris {ex parte and appendix only) (Steve Morristadcc.gov)

Richard Robinson (ex parre and appendix only) (Richard.Robinsoniufee.ogv)
Ranald Kaufman (ex parie and appendix only) (Ronald.Kaufimanifcc.uov)
Rodger Woock (ex parte and appendix only) (Rodeer.Woock@ifee.aov)
Stephen Steckier (ex parie and appendix only) (Stephen.Steck]erfce.gov)




Appendix

Confidentiality Justification

Qwest requests confidential treatment of the financial information being provided, which
also includes rate element data (in an Excel spreadsheet electronic format that includes
the supporting formulae and worksheets “behind™ the spreadsheet and upon which the
relevant calculations are based) because it 1s confidential and proprietary financial
information. That information should be afforded confidential treatment under either (or
both) 47 C.F.R. § 0,457 and § 0.459.

47 CF.R. §0.457

The financial information designated as confidential is confidential and proprietary to
Qwest as “trade secrets and commercial or financial information™ under Section 0.457(d).
Disclosure of such information to the public would risk revealing company-sensitive
proprietary information and would have a substantial negative competitive impact on
Qwest,

47 C.F.R. §40.459

The financial information designaied as confidential is also subject 1o protection under 47
C.F.R. § 0,459, as demonstrated below.

Information for which confidential treatment is sought

Qwest requests that the materials being separately transmitted (from the ex parte and this
Coniftdentiality Justification submitted through ECFS) via e-mail directly to the FCC staff
person who requested them and designated as “CONFIDENTIAL - NOT FOR
PUBLIC INSPECTION” be treated on a confidential basis under Exemption 4 of the
Freedom of Information Act. Each page of these materials contains confidential and
proprietary financial information.

Commisston proceedine in which the information was submitted

The information is being submitted in WC Docket No. 05-259, In the Matter of Petition
of Qwest Corporation for Waiver of Depreciation Regulation Pursuant 1o 47 C.F.R.
$ 13

Dearee 10 which the information in guestion is commercial or financial. or contains a
trade secret or is privileved

As noted above. the financial information designated as confidential is detailed
confidential commercial financial data and accounting information. Public disclosure of
this information would be harmful to Qwest as it is competitively sensitive.



Deegree 10 which the information concerns a service that is subject to competivon: and
manner in which disclosure of the information could result in substantial competitive
iarm

This financial information relates 10 services that are subject to competition, is not made
publicly available by Qwest and generally would not be subject to routine public
inspection under the Commission’s rules (47 C.F.R. § 0.457(d)), demonstrating that the
Commission alrcady anticipates that release of this kind of information likely could
produce competitive harm.

Measures taken bv Qwest to prevent unauthorized disclosure: and availability ol the
information to the public and extent of any previous disclosure of the information to third

parties

Qwest treats this financial information as confidential and has protected it from
disclosure to parties outside the company.

Justification of the period during which Qwest asserts that the material should not be
available for public disclosure

Qwest cannot determine at this time any date on which this information should not be
considered confidential or would become stale for purposes of the current inquiry, except
that the information wouid be handled in conformity with general Qwest records
retention policies. absent any continuing legal hold on the data.

Other information that Qwest believes mayv be useful in assessing whether its request for
confidentiality should be eranted

Under applicable Commission and court rulings. the information in question should be
withheld from public disclosure. Exemption 4 of the Freedom of Information Act shields
information that ts (1) commercial or financial in nature; (2) obtained from a persen
outside government: and (3) privileged or confidential. The financial information
designated as confidential satisfies this test.
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Qwest

BOT 14" Street, NW, Suite 950
Washington, DC 20005
Phone 303-383-6608

Q' W e S t g 1275 e Facsimile 303-896-1107
[}

.. . ~ Timethy M. Boucher
Spirit of Service™ Carperate Counsel

REDACTED - FOR PUBLIC INSPECTION
Via Courier
EX PARTE
Avygust 2, 2007
Ms, Marlene H. Dortch, Secretary
Federal Communications Commission
445 12" Sireet. S.W.
Washington, DC 20554
Re:  Inthe Martrer of Petition of Qwest Corporation for Waiver of Depreciation

Regulation Pursuant 10 47 CF.R. § 1.3 — WC Docket No. (¢5-259
Request for Confidential Treatment and Justification

Dear Ms. Dorteh:

Qwest Corporation (“Qwest™) requests confidential treatment of certain information contained in
the Attachmenis to the appended letter from Philip E. Grate, Qwest, to Marlene H. Dortch, for
filing with the Federal Communications Commission (*Commission” or “FCC™) in the above-
captioned proceeding {hereafier referred 10 as “Attachments™). The jetter from Mr. Grate
responds (o two questions posed to Qwest by Ms, Deena Shetler of the Wireline Competition
Bureau in an e-mail 1o Ms. Melissa Newman of Qwest on July 20, 2007,

The three attachments are entitled as follows: “Three Largest Accounts -- Difference in Net
Plant Balances between FCC Books and Financial Reporting Books assuming Qwest had not
changed depreciation rates for FCC accounting purposes effective January 1, 20067,

“January 1. 2007 Net Book Detail assuming Qwest had not changed depreciation rates on its
FCC (MR) Books effective January 1, 2006 (500077 and “Attachment A -- FR/MR Net Plant
Differences as of January 1. 2007 assuming Qwest had not changed depreciation rates on its FCC
{MR) Books effective January 1. 2006 ($M)”. For these Attachments only the data that is
confidential has been redacted. The Attachments with confidential information (that is, the non-
redacted versions) have been marked “CONFIDENTIAL — NOT FOR PUBLIC
INSPECTION™. Qwest requests that the non-redacted, confidential versions of the Attachments
be withheld from public inspection. Both this request and the letter from Mr. Grate contain no
confidential information.

Qwest considers certain information contained in the Attachments pertaining to detailed data
associated with GAAP depreciation, hypothetical FCC depreciation reserve levels as of

e A s AR o 2 R o . et
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Redacted — For Public Inspection

January 1, 2007, and differences between GAAP depreciation and regulated depreciation data to
be confidential. This information is confidential financial information that is “not routinely
available for public inspection.”” As such, Qwest requests confidential treatment of this
informarion and is submitiing non-redacted versions of the Attachments pursuant to both FCC
rules 47 C.T.R. §§ 1.457(dy and 0.459. Pursuant to Commission rule, 47 C.F.R. § 0.455(b),
Qwest provides justification for the confidential treatment of this information in the Appendix to
this letter.

Qwest is simultaneously submitting, under separate cover, the redacted versions of both
Attachments, which are marked “REDACTED - FOR PUBLIC INSPECTION", wherein the
confidential information has been omitted. Both the redacted and non-redacted versions of these
Attachments are being served on Staff of the Commission’s Wireline Competition Bureau as
indicated below.

Included with both the non-redacted and redacted submissions is the same copy of the letter from
Mr. Grate 1o Ms. Dortch, also dated August 2, 2007, For the non-redacted version of this
submission. Qwest js filing an original and one copy, along with a second copy to be stamped
and returned to the courier. For the redacted version. Qwest is filing an original and four copies,
along with a fifth copy to be stamped and returned to the courier.

if vou have any guestions concemning this submission. please call me on 303-383-6608.
Sincerely.

/s/ Timothy M. Boucher

Attachments

Copv (via e-mail) to:

Al Lewis (albert.lewisiifcc.gov)
Deena Shetler (deena.shetierigijoe.oov)
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APPENDIX

Confidentiality Justification

Qwest requests confidential treatment of certain information provided in the Attachments to the
letter from Philip E. Grate, Qwest, 1o Marlene H. Dortch. dated August 2, 2007, for filing with
the Federal Communications Commission (“Commission™) in WC Docket No, 05-256 (hereafter
referred to as “Attachments™). The letter from Mr. Grate responds to two questions posed to
Qwest by Ms, Deena Shetler of the Wireline Competition Bureau in an e-mail to Ms, Melissa
Newman of Qwest on July 20, 2007. Information contained in the Attachments is confidential
financial information that is not routinely made available for public inspection. Such
information should be afforded confidential treatment under both 47 C.F.R. § 0.457(d} and §
(0.459,

47 C.FR. § 0.437(d)

Information contained in the Attachments is confidential and proprietary to Qwest as
“commercial or financial informatien™ under Section 0.4537(d). Disclosure of such information
10 the public would risk revealing company-sensitive proprietary financial information.
Therefore, in the normal course of Commission practice this information should be considered
“Records not routinely available for public inspection.”

47 C.FR. §04:59

Specific information in the Attachments is aiso subject to protection under 47 C.F.R. § 0.439, as
demonstrated bejow.

Information for which confidentiaj treatment 1s sought

Qwest requests that the information contained in the Attachments be treated on a confidential
basis under Exemption 4 of the Freedom of Information Act. This information is competitively-
sensitive financial information which Qwest maintains as confidential and is not normally made
available to the public. Release of the information could have a substantial negative competitive
impact on Qwest. The confidential information is contained in the non-redacted version of
Qwesi’s Attachments. which are marked with the following legend: CONFIDENTIAL - NOT
FOR PUBLIC INSPECTION.

Commission proceeding in which the information was submitted

The information is being submitted in Jn the Maiter of Petition of Qwest Corporation for Waiver
of Depreciation Regulation Pursuant 10 47 CF.R. § 1.3 - WC Docket No. 05-259.
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Degree 1o which the information in question is conunercial or financial. or contains a trade secret
oris privileged

The financial information designated as confidential is commercial and financial information in
the form of detailed data associated with GAAP depreciation and differences between GAAP
and regulated depreciation data. As noted above, the data is commercially and financially-
sensitive information which is not normally released to the public as such release could have a
substantial negative competitive impact on Qwest,

Depree 10 which the information concerns a service that is subject to competition: and mannet in
which dise]osure of the information could result in substantial competitive harm

The type of competitively-sensitive financial information in the Attachments would generally not
be subject to routine public inspection under the Commission’s rules (47 C.F.R. § 0.457(d)},
which demonstrates that the Commission already anticipates that the release of this kind of
information likely would produce competitive harm. Qwest confirms that release of its
confidential and proprietary information would cause it competitive harm by allowing its
competitors 10 become aware of sensitive proprietary financial information regarding the
operation of Qwest’s business.

Measures taken by Owest io prevent unauthorized disclosure; and availabilitv of the information
1o the public and extent of anv previgus disclosure of the information to third parties

Qwest has treated and treats the information disclosed in its non-redacted ex parte as confidential
and has protected it from public disclosure to parties outside of the company.

Jusiification of the period during which Qwest asserts that the material should not be available
for public disclosure

Qwest cannot determine at this time any date on which this information should not be considered
confidential or would become stale for purposes of the current proceeding, except that the
information would be handled in conformity with general Qwest records retention policies.
absent any continuing lega! hold on the data.

Other information that Qwest helieves mav be useful in assessing whether its request for
confidentialitv should be oranted

Under applicable Commission and court rulings, the information in question should be withheld
from public disclosure. Excmption 4 of the Freedom of Information Act shields information that
is (1) commercial or financial in nature; (2) obtained from a person outside government; and (3)
privileged or confidential. The information in question satisfies this test.




Qwest

1600 7" Avenue, Room 2011
Seattie, WA 98191

Phone 206-345-6224

o Facsimile 206-346-9001
O e-mail: Phil Grale@qwest.com

Qwest—

P T e ilip E.
Spfrl r O f Se r Vfce Etr‘elcltlg - Stgerg:vg Federal Relations

EX PARTE
Auvgust 2, 2007

Mz Marlene H. Dorich

Secretary

Federal Communications Commission
445 12" Strect, S.W.

Washington. DC 20554

Re:  inthe Matier of Petition of Qwest Corporation for Waiver of Depreciation
Regulation Pursuant to 47 C. F.R & 1.3 — WC Docket No. 03-259

Dear Ms. Dortch:

On July 22, 2005 Qwest Corporation (“Qwest™) filed a petition seeking waiver of the Federal
Communications Commission’s (“Commission™) depreciation prescription process in accordance

. . R .. L . . .o I
with the waiver requirements the Commission established in the USTA Depreciation Ovder.

On May 30, 2007 Qwest iled an ex parie regarding the above-captioned proceeding containing
responses to five questions from the Wireline Competition Bureau.  On June 20, 2007, Phil
Grate. in person. and Tim Boucher. Jerome Mueller and Glenda Weibel, by telephone, all of
Owest, and Jim Hannon, by telephone, representing Qwest, met with Albert Lewis, Deena
Shetler, Cindy Spiers and Doug Slotten of the Wireline Competition Bureau to discuss the
answers Qwest Gled May 30, On July 20, Ms. Decna Shetler sent Melissa Newman of Qwest an
c-mail asking two follow up questions. Foliowing are Ms. Shetler’s questions and Qwest’s
responses.

uestion 1:

With regard 10 the charts attached to Qwest’s May 30 ex parte. in response to Question 3 on page
7. vou provided information on the three largest accounts’ net plant differences. Please provide
that same information assuming that Qwest had not made the technical update. Please also
provide the same “Attachment A vou provided with your May 30 ex parte but assume that
(Qwest had not made the technical update.

" In the Matter of 1998 Biennial Regulatory Review — Review of Depreciation Requirements for
Incumbent Local Exchange Carriers: United States Telephone Association's Petition jor
Forbearance from Depreciation Regulation of Price Cap Local Exchange Carriers, Report and
Order in CC Daocket Ne. 98-137, Memorandum Opinion and Order in ASD 98-91, 15 FCC Red
242 (1999),
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Response:

Attached 15 a printout of a Microsoft Excel workbook which contains three worksheets.

Page 1 of 3 is a worksheet entitled “Three Largest Accounts” that summarizes the difference in
net plant between Qwest’s FCC books and Financial Reporting books assuming Qwest had not
changed its depreciation rates for FCC accounting purposes effective January 1. 2006. The
worksheet provides beginning of vear batances and annual activity for each of the three largest
accounts, all other accounts and the aggregate of all accounts.

Page 2 of 3 is a worksheet entitied “Net Book Detail” that provides investment, reserve and net
plant balances by account as of January 1. 2007 on Qwest's FCC books and Financial Reporting
books assuming Qwest had not changed depreciation rates for FCC accounting purposes
effective January 1, 2006.

Page 3 of 3 1s a worksheet entitled ~Attachment A™ that provides a breakdown of Net Plant
Differences between Qwest’'s FCC (MR) books and Financial Reporting (FR) books as of
January 1, 2007 assuming Qwest had not changed depreciation rates on its MR Books effective
January 1, 2006. The worksheet shows by account Qwest’s MR reserves, FR reserves, the
difference hetween Qwest’s MR and FR reserves, the amount of the MR/FR reserve difference
attributable to differences in accounting for cost of removal {COR) under FAS 143 and the
ameunt of MR/FR reserve difference attributable to parameters and timing differences. The
worksheet also shows the amount of the MR/FR net plant difference attributable to other
investment differences and the total MR/FR net plant difference.

Question 2:
How many Qwest states set their own depreciation rates and how many use the FCC lives?

Response:

For the most part state regulatory commissions have abandoned the practice of prescribing
Qwest’s depreciation rates. With the exception of Arizona, no state regulatory commission has
released a depreciation prescription order for Qwest in this decade. In several states, Qwest no
longer reports depreciation expense to the state commission.

The Arizoena Corporatien Commission ("ACC™) is the exception. The ACC issued a
depreciation prescription order in 2000. In 2006 the ACC issued Decision No. 68604 adopting
{with modifications not relevant here) a setilement agreement for an alternative form of
regulation plan. The settlement agreement provided for Qwest to lengthen its asset lives and
reduce its depreciation rates on its Arizona jurisdictional (JR) books.
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(Qwest currently uses state regulatory commission prescribed depreciation lives and factors in
seven states. including Arizona. In these seven states Qwest maintains two sets of regulatory
books—the JR hooks, which are state jurisdictional books, and the MR books, which are kept for
FCC reporting purposes.

In 115 other seven states, Qwest keeps one sel of books—the MR books—for both FCC and state
regulatory purposes. Qwest no jonger maintains JR books in these seven states largely because
they do not rely on cost of service regulation. Instead, the state regulatory commissions in these
seven states regulate Qwest under alternative forms of regulation that are unconcerned with cost
of service measures such as depreciation expense.

The seven-lo-seven split will probably become eight-to-six. On July 24, 2007 the Washington
Udities and Transportation Commission (“WUTC™) issued Order No. 6 in Docket UT-061624.
The order adopts an alternative form of regulatior for Qwest. Among other things, Order No. 6
aliows Qwest to discontinue JR accounting and to keep one set of books—its MR books—for
both FCC and Washington regulatory purposes. The pertinent language follows:

Qwest wiil keep its books of accounts in accordance with WAC 480-120-355. The
accounting method that Qwest commits to use is the same accounting method that it uses
10 maintain its books for FCC reporting purpases (MR Books).

* ok

Qwest shall file an annual report of Washington intrastate regulated results of operations.
The report shall be based on Qwest’s MR Rooks and shall include the following
adjustments:
a) adirectory revenue credit in the amount specified by the settlement agreement the
Commission approved in the Dex case;
b) a creditio its depreciation reserve required for prior sale of rural exchanges;
¢) acredit to its depreciation reserve for sharing under a prior AFOR; and
d) a standing adjustment reflecting the difference in rate base between its MR Books
and its Washington Jurisdictional Books of Account (JR Baoks) on the date of
transition from JR books to MR Books.

The language regarding discontinuance of JR accounting is found in a settlement agreement
between the WUTC Staff and Qwest. As the parties entered into setilement negotiations Qwest
made sure the WLUTC Staff was fully informed of Qwest’s petition for waiver of the
Commission’s depreciation rules and of Qwest’s expectation that the Commission would grant
the petivon. It is my understanding and belief that by agreeing to the language quoted above the
WUTC Staff did not consider the Commission’s granting of Qwest’s petition to be problematic
in the ongoing reguiation of Qwest in Washington. The WUTC s order is not vet effective.




